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xpenditures are expectéd to exceed appro-
. mcludmg the governor’s inability to win

""-"p}o ees and the failure .of key state. agenaes 1o
meet spending limits. -
~With:the June 30 close ef the state’s- Jast budget

Vear bearing down, Gallogly assured the governor.
and lawmakers: that: “Actions are being taken im- '

Yage | 0oF3

support for six unpaid days off for state em-

Continued froin Page Al

N me_dlately to constram spendmg ”

Th t same day, state admnnstra-

- tors.got a memo telling them to. -
-~ limittheir spending “to only those
- expenditures which are critical.”
. “Directors, program managers
-and chief financial officers will be
- held accountable for actions tak-
- en during this critical time,” said

- the'memo issued by Gallogly and
R Department of Admxmstration d1
" rector Jerome F. Williams. 3

- But those- orders m]ssed their
k, as evidenced by the belated

'*: disclosure last week of a report, by
the state controller, that forever -

; dlspeliéa the notion that Rhode Is-

land is barred, by its Constitution,. -

.. from ending a budget year witha |

deficit. The _governor, a retired
;.Cookson Amer-_
8 ica . executive
who prormsed
to Tun the state
| like a business, |
| endedup witha |
.$184,152 “deficit |
{ in his own of-
1 fice, even after
shxftmg -por-.
" tions ‘of the sala-
ties of several of his top staffers—

‘GALLOGLY.

~ including his pohcy dxrec:tor —to,

other state agencies. " ‘

And before last week Wa ' out g
Republican Carcieri was: o
mg to do° wha ong

dered ‘untlﬁnkab ;

out:of the state’s: ~$102 8
ramy~day fund: 10 cover: deficit-" :
spending the year before on pri-.
marily routine operating expens- -,
es. ‘The ‘state only once before:
dipped into this ramy-day fundto:
plug a hole in a prior year's- bud:.
get, and that was just last April af-:
ter the! discovery that the ‘state -
owed a financial institution a $19-:
million refund on taxes paid dur- -

ing the 2007 budget year...
Both Gallogly and I-Iouse
advisor Michael O’Keefe told
makers it would be easier ta
the. money from the ‘rainy-
fund than trying to explain to,
Wall Street financial market-
ery time the state needed to bor-.
row.money — that Rhode Island o
had the money inreserve, but opt- .
ed instead to forever run a deficit. -
on its books. And “when vou are.
explaining, 'you . are losmg ro
O'Keefe. quipped. :
“Sothe Assembly gave | its OK to o
this maneuver last April. The sky |
didn’t fall. A precedent had been |
set. And now Carcieri wants the
leglsiature 10 let him scoop anoth-
er $33.6 million out of the rainy-. |
day fund to’ cover last year S
: e -




How dld we get to th1s pomt'f‘ :

Despite-orders to cut spendmg, :
--some state administrators: simply

couldn’t bring themselves to do it
And state lawmakers seemed con-
tent to accept the Carcieri admin-’
istration’ 5.
:' promise of mil-
: honsmunspem— '
! fied cuts, rather
than - demand
the kinds of :
emergency cut- -
backs in state:
subsidized Med- .
CAPRIO icaid programs, -

micipal - aj

layoffs and go emmegt shu?:
down days that nnght' '

51x-week penod : She :
vie close. Butnow House -
ledders dre promising to hold pub-’
lic hearmgs to unravel what hap-
pened; The state treasurer; Frank
Capno, and attorney general, Pa- ;
trick C. Lynch; have also called for
“accountability.” - Said - Caprie: !
“Overspending your. budget isno
a ‘good - financial ‘managemen
practice ... If adepartment doesn't
live.within  [its} . budgef, - ‘there|
should be consequernces.”: Asked_
what he had in mind, Capn : ald
“What would happen 1n ‘the

within their budget, people WO 1id. |
not keep. their jobs too long.”: ‘Re-|
minded that Carcien'"s; .ofﬁcejw :

gﬁa%m- i

Extra Tareada _
Departmentof . -
“Administration .-
Memao order:ng

otherdepart-..:. "}
“ments to restrlct ‘
-spending in

anticipation of a
=;.def;c:t‘_:.go to:

:_that I don’t support but is-some-

“Who. then would ‘he ﬁre'? “I':j

-would aSk the gov

those questions and ake thé ap-.
propriate decisions: ‘These are alt

people who work for him.”
“But “when asked where he
stands. on . tapping . the -rainy-day -

fund to cover the overspendmg

Caprio said; “Lam not in favor. of

"poUr TiARCIA] management prac-,

tices,” but “ourstate Constitution j
calls for a balanced budget Andif’
the oniy ‘alternative is t0 balance

‘lastyear’s. budget with a one-time

change inlaw,itis anecessary evil

Y g
belief that the state Consntutxon

a deficit. .

ture,” he said. -But that doesn’t

mean, he said, that overspending_

is without consequence.
‘Hecited one law that alIows fir-

mg, suspeniding or fining any state .

employee ‘who “knowingly and .
willfully” goes over-budget. “Al--

.though it“is silent about who
“would fimpose a fine] clearly, the

rnor would have the author-

g runmng over budget asa .
armly might do when faced with
xpected doctor- bﬂI “The

-'pioyee_s ”

‘Lynch. “We
.nghtened our
‘belt, our people |
sacrificed, and

“There is no. cohstlfutxonal re-
“quirement other than to submita "'
‘balanced budget to the legisla- _

Tt . Tcomes |

“tability,” " . said ;

;we came right i in

eryone“takes. issue
proposed ‘iise. of
. rain day'-ﬁmd ‘Today, Gary
‘Sasseisthe govemc)r’s director of

'_.-:_I‘e nue, but in 1992 he was the
e director of the business-
- financed Rhode Island Public Ex-
penditure  ‘Council. ‘who - cham-
- pioned passage ‘of:the constitu- '
al--amendment that- limited:
:state spending to voughly 98 per- -
-centof anticipated revenues ; and
“Tedquired the creation of a rainy-- |
- dayfundforusein “an emergency.
-“mvolwng the: health, safety and .

of

ated deﬁc1t . :
- Asked if hie beheve oday’s cir-
cumstances fit that descnptlon he
~ e-mailed this response: “This eco-
nomic emergency 'is.. the :very .
- Same. reason the Ramy DayFund |

Anddesplteconcerns ]
potentlal impact on. the state’s
credit rating, analysts at two key.
ratings agencies say: nothing has |
.happenedthatwmlldleadthe_ to.

outieok for Rhode Island ;fro
i "‘negatlve so“we are
0 &Y




{' al surpnse to us,”
Jor
would like to see. ‘what their solu-

tion is, but “in and of itself, itisnot -

a dire situation because they do

have ‘the ‘rainy-day fund,” she
sald Robin Prunty, SEnior dlrec- B

torof the public finance divisionof
Standard & Poor’s, echoed heras-

sessment: “If they had no ‘re-
serves, that woul_d be a, more 51g- :

nificant issue.

‘50 why should taxpayers care‘? :
Here’s one answer: Last year's.
overspending ‘means the state is -

effectively -$33.6 - million. in the

hole ‘only 2 1/2 months mt() thls s

hudget year.
Advocates for the poor and the

disabled are worried. The state’s -

business community is wanly
watching what happens next.

“] don’t think it is necessarily
going to have an'impact-on busi-
nesses ‘coming. here ‘unless it'{s |
equated to hlgher taxes and irre- |
sponisible :ad- |
‘ministration. "It |
“isa’ " warning
sign,” remarked
‘Grafton HIWil-
“ley’ IV, head ‘of
“the Rhode ‘Is- |
land chapter of :

| ‘the | Smaller
:Busmess Ass0-
ciation -of New

England ‘a trade group. for small

businesses in‘the regiof.

“sObviously business can’t oper- |
ate that way,” said Willey, putting

“the blaime both-on the governor
and the leglslature” ‘because ‘the

governor is responsible  for ma--

We - certamlyfz '

naging the'state budget, but “they |

‘both put together a budget for the

last two years: that had a lot. of :

smoke andmirrors.”

i doesn't’ take"t'oo ”much to.

1V the: ‘hotse of cards come




